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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Midchester Capital, LLC OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM1.D. NO.

509 Madison Avenue, 15th Floor

(No. and Sirect)

New York NY : ? 10022
{City) (State) || (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
James N. Pritchard . 646-723-3357
. : {Area Code — Telephone Number}

B. ACCOUNTANT IDENTIFICATION |
|

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this;Report* '

Marx, Lange, Gutterman LLP ! i
: (Name - if individual, state lust, first, middie name)}

1430 Broadway New York _NY 10018
(Address) (City) - (State} (Zip Codc)
CHECK ONE:
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OATH OR AFFIRMATION

+

i James N, Pritchard o L ~swcar (or afflrm) that, to the best of
my knowledge and belief the accompanying financial statement and supporung schedules pcrlammg 1o the firm of
Midchester Capital, LLC R r , as
of December 31 20 06 -, are 1fue and wrrcci I furthcr SWCdI (or affirm) that
neither the company nor any partner, proprietor, principal officer or dlrector has. a0y propnetary mterest in any account
'-.1 } M
classified solely as that of a customer, except as follows: \.,. S oy ’
. ., |‘\“ .
4 . - N
i
|
I
S . et

SHERINE A. KENNY
NOTARY PUBLIC, STATE OF NEW YORK
NO. 01KEB1006282

“TIFIED IN KINGS COUNTY ' . : ,
Z:ON EXPIRES OCT. 14 2007 Chief Executive Qfficer

/ _ Nolary Pubhc '
his report ** contains (check all applicable boxes): . :

(a) Facing Page. . l

(b) Statement of Financial Condition, S

(¢) Statement of Income (Loss). '

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes i in-Stockholders’ Equity or Partners’ or Sole Proprietors’ Cdpl[ﬂl

(f) Statement of Changes in “Liabilities Subordinated to Claims of Creditors. .

{g) Computation of Net Capital. - |

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A Ofl Rule 15¢3-3.

(k) A Reconciiiation between the audited and unaudited Statements of Financial Condition with respect to methods of
cqnsolidation. i ‘ |

(I} An Oath or Affirmation, ' i

(m) A copy of the SIPC Supplemental Report. ' f

(n) Areportdescribing any material inadequacies found to existor found to have cxnsied since the date of the previous audit.

(o) A report on internal control ‘

*For conditions of confidential treatment of certain portions of this filing, see section 240 17a- 5((:)(3)
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ﬂb . ' 11430 Broadway, New York, NY 10018-9202
Marx, Lange, Gutterman LLP R | Phone:(212) 302-6000 Fax:(212) 302-6156

Certified Public Accountants ' ,

INDEPENDENT AUDITOR’S REPORT

Board of Directors and Members of
Midchester Capital, LLC ' >

We have audited the accompanying statement of financial condition ?f Midchester Capital, LLC
(the “Company") as of December 31, 2008, and the related statements of operations, changes
in members’ equity and cash flows for the year then ended that you are filing pursuant to Rule
17a-5 under the Securities Exchange Act of 1934, These financial statements are the
responsibility of the Company's management. Our responsibility is’to express an opinion on
these financial statements based on our audit. ‘

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and signifif;ant estimates made by
management, as well as evaluating the overall financial statement [presentation. We believe
that our audit provides a reasonable basis for our opinion. - | -

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Midchester Capital, LLC as of December 31, 20086, and the results of its
operations and its cash flows for the year then ended in conformity!with accounting principles
generally accepted in the United States. '

|
Our audit was made for the purpose of forming an opinion on the!basic financial statements
taken as a whole. The supplemental information is presented for purposes of additional
analysis and is not a required part of the basic-financial statements, but is supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole. |
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January 25, 2007 !



ASSETS
Cash and cash equivalents
Prepaid expenses

!
o
MIDCHESTER CAPITAL, LLC

Statement of Financial Condition
iDecember 31, 2006

I $ 29,357
794

Total se
LIABILITIES AND MEMBERS' EQUITY

Accrued expenses and other liabilities

Members’ equity

$ 18,073

12,078
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MIDCHESTER CAPITAL, LLC

Statement of Operatlons and Changes in Members’ Equity
Year Ended 'December 31, 2006

M

Revenues ' E $ 30,000
. -
Expenses
Professional and consulting fees ‘ 46,777
Rent and occupancy costs : 10,500
Regulatory fees ' 6,009
Communications ' 3,400
Travel and entertainment i 6,077
Other operating expenses ; 8,509
Total expenses : 79,272
Netloss - | 5 (49,272)
Members’ equity, January 1, 2006 , ' 7,000
Members' contributions ' | 54,350
' |

]
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: K
MIDCHESTER CAPITAL, LLC
‘Statement of Cash Flows

Year Ended December 31, 2006

|
]
Cash flows from operating activities: : i
Net loss ; | $(49,272)
Adjustments to reconcile net income to net cash ' !
used by operating activities: : ‘!
Increase in prepaid expenses . l (794)
Increase in accounts payable and accrued expenses - 18,073
Net cash used by operating activities [ ‘- (31,993)
Cash flows from financing activities: | :
Members' contributions 54 350
Net increase in cash and cash equivalents 22,357
Cash and cash equivalents, beginning of year . 7,000

i
|
:
|
|
]
|
|
|
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MIDCHESTéR CAPITAL, LLC

Notes to Financial Statements
Year Ended December 31, 2006

1. Organization and Nature of Business

|
Midchester Capital, LLC (the “Company”) was organized as e limited liability company

® on December 7, 2005 under the State of Delaware and is subject to the provisions of the
Delaware Limited Liability Company Act. The Company became a registered broker-
dealer with the Securities and Exchange Commission (the ' SEC "y and a member of the
National Association of Security Dealers (the “NASD") on June 14, 2006. The
accompanying financial statements include the results of operations of Midchester
Capital, LLC for the year ended December 31, 2006.  The Company operates primarily

L d as an agent that assists issuers in executing Equity Prwate Placements for which it
earns fees. , |
2. Summary of Significant Accounting Policies
i
® Use of Estimates

The preparation of financial statements in conformity with accounting principals generaily
accepted in the United States requires management to make estimates and
assumptions that effect certain reported amounts and dlsclosures Accordingly, actual
results could differ from those estimates. :

®
Cash and Cash Equivalents _ I
Cash and cash equivalents consist of highly liquid mvestments with a maturity of three
months or less when purchased.

4 Income Taxes

No provision has been made for Federa!l or NYS income taxes since the Company is
treated like a partnership under the Internal Revenue Code and NYS Partnership tax law |
whereby its income will be taxed directly to its members. The Company is subject the
® New York City Unincorporated Business Tax. The financial statements for December
31, 2006 do not include a provision for income due to the current year net loss.
3. . Related Parties i !

The Company subleases the premises from one of its members The lease commenced
® on June 1, 2006 and is due to expire on April 30, 2007. The current monthly rent is
$1,500. : !

4, Concentration of Credit Risk

The Company maintains cash in bank accounts which, at tlmes may exceed federally
® : insured limits. The Company has not experienced any losses in such accounts and
believes it is not exposed to any significant credit risk. ‘

V/// L4
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I
MIDCHESTER CAPITAL, LLC

Notes to Financial Statements

Year Ended:December 31, 2006
|

Net Cagit_al Requirements , i

The Company is subject to the SEC Uniform Net Capltal Rule|(SEC Rule 15¢3-1}, which
requires the maintenance of minimum net capital and reqmres that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 8 to 1. At.December 31,
2006 the Company had net capital of $10,779, whlch was $5.779 in excess of its
required net capital of $5,000. The Company's rat10|of aggregate indebtedness to net
capital was 1.7 to 1. [
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|
MIDCHESTER CAPITAL, LLC
Computation of Net Capital
Under Rule 15¢3-1 of the Securities and Exchange Commission
As of{December 31, 2006

Computation of net capital:

Total members’ equity P $ 12,078

Less: non allowable assets ; (794)
: |

haircuts on money market funds i (505)

Ne caal 109 _

Minimum netcapitalrequired SO0

Total aggregate indebtedness e S OO

Ratio of aggregate indebtedness tonetcapital 171

There were no material differences between the audited Computati]on' of Net Capital included
above and the corresponding schedule included in the Company's’ unaudited December 31,

2006 Part 1A FOCUS filing | :
;
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MIDCHESTER CAPITAL, LLC
Computation of Reserve Formula
‘Pursuant to Rule 15-c3-3
‘December 31, 2006

Exemption claimed under Rule 15¢3-3(k){2)ii).

)
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Supplementary Report
Of Independent Auditors
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ﬂb’ " 1430 Broadway, New York, NY 10018-9202
Marx, Lange, Gutterman LLP ~t Phone:{212} 302-6000 Fax:{212) 302-6156

Certified Public Accountants : |

e | :
Supplementary Report of Independent Auditors
on Internal Control Required by SEC Rule 17a-5
of the Securities Exchange Act of 1934
®
The Board of Directors and Members of !
Midchester Capital, LLC : ' !
' |
." In planning and performing our audit of the financial statements and supplemental schedules of
Midchester Capital, LLC (the “Company”) for the year ended 'December 31, 2006, we
considered its internat control, including controf activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control.
o Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we

have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in Rule 17a-
5(g) in making the periodic computations of aggregate indebtedness and net capital under Rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3.
Because the Company does not carry security accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following: (i) in making quarterly securities examinations,
counts, verifications and comparisons and the recordation of dlfferences required by Rule 17a-
13, (i) in complying with the requirements for prompt payment for secunties under section 8 of
= Regulation T of the Board of Governors of the Federal Reserve System or (iii) in obtaining and
@ maintaining physical possession or control of all fully paid and excess margin securities of
customer as required by Rule 156¢3-3.
i
The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management'are required to assess the
¢ expected benefits and related costs of controls and of the practices and procedures referred to
in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded
.' against loss from unauthorized use or disposition and that transactlons are executed in
accordance with management's authorization and recorded properly to permit the preparation of
financial statements in conformity with generally accepted accountlng principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in thelprecedmg paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, prOJectlon of any evaluation of them
to future periods is subject to the risk that they may become madequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

9 !
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Qur consideration of internal controt would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condltlon in which the design or
operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by error or fraud inlamounts that would be material in
relation to the financial statements belng audited may occur and not be detected within a timely
period by employees in the normal course of performing their assugned functions. However, we
noted no matters involving internal control including control activities for safeguarding securities
that we consider to be material weaknesses as defined above. ;

We understand that practices and procedures that aocomplrsh the objechves referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accompllsh such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understandrng and on our study, we
believe that the Company's practices and procedures were adequate at December 31, 2006 to
meet the SEC'’s obJectlves !

This report is intended solely for the information and use by the Board of Directors
management, the Securities and Exchange Commission, National Association of Securities
Dealers, Inc. and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers and should not be
used by anyone other than these specified partres i

New York, New York '
January 25, 2007 7 b
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